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variable costs; inclpsion of an ingcreased sensitivity tc. ¢iffergnces
amonqg the roles of the institutions in a state system; and the
ability to respond efficiently and effectively tc mcre detailed
ndqet reviews by state qove:nnent, uhile naintaining bndgetaty -
~flexibility. (SW) . \ o ’

LS [ * .

o -~

A

“‘t““t““t““‘t““““““““l’QQQQQQ.OO'O”O‘O‘O!OOOO ssandsnns

* Reprodnctions supplied by EDRS are the best that can b made s

s ¢ frca the origirnal document. s
%t#ttttthtttttttt#ttttttttttttttttttt..0‘#0000040.00&00O!tttttttttttttt
< ‘ o :

Y . ’ ' . N - ~
. . ‘e . N . A et .9
. 4 . N B




. .
! v_mun. mmm%.,

Yms oo:wlw M e
OUCED EXACTLY As‘:l::o“ nesto.
ORGANIZATH

ATVING iY. POINTS OP

SYATRO DO .NOTY Nlc‘v - v

:IN' OPEICIAL NATY INSTITUTE {
ou l‘oucv k

THE PERSON OR

Eﬂ162592

)

'

percent
. during the period.” The study said there are two
popular theories on how dechmng enrollment will . -

{Firnanc
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- INFORMATION CENTER (ERIO) ‘AND

USERS OF THE ERIC SYSTE . -

tions are receiving more ‘attention as the number
of 181. to 34 year olds deellneq md enrollment growth
levels o

While declmec in poeteeeondary enrollment are not B

expected to become pronounced until-the early 1980s,
_ the elementary and secondary education sectors heve

already been hit by decreases. According to a recent '
study of elementary apd secondary schools by the -

Netxonnl Ingtitute of Education, Declining Enroll- .
,'ment: The Challcnee of the Coming Decade, “Enroll-

' ment dropped in 36 states betweeri 1971 and 1876,
! hut the cost of school operations rose sharply in all 50 :

states at the same time. Enrollment dropped 2.3 per-
cent nationwide while costs ‘were rising 56

education:

Dmmwmbemgmmmm)etoquamy because
’ 1ageable revenue. shortfalle and other. T

of
probleme o _—

U'l'hat it will actually result in long-eought im-
y provements through emallerclaueeand equelwed
fundmg . S

The report_goes on to note that recent reeeerch S
challenges both of these views. It finds, instead, that : ..
“declining enrollment has had very. mixed effects,” .
and overall, has failed thus far to proveke ym: .

ehi&einthequehtyandqharacterof

cing Higher &

R

services.”

(\ melreedyemergihgin manyofthe stetee

N
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1) Oversll
finctuations possible

pletuu. any gains in enrollments are less likelyto -

———Alsoy

By the start ofthe 1980:, poeteoeondery educetion .
systems in the ‘SREB states will be fesponding to '
conditions similar to those now faced by the elemen- -
N tary and secondary schools. Several of these trende_*_ :

ebblltnﬂon ef enreumntc with wide‘
W .
Aetbondmherofl&to%yearolds reechee e.-_

come from greater college-going rates by the tradi-
tionalmgronpenderemonlikolytoeome from-

education

werhern Roeqonal Education Board

Budgeting of Postseoondary Eduoetion |n the Elghtles

How do Southemtatu budcet for their eollegee end iy
universitiss? What is the status of formula ﬁmdmgin o
‘the region? What chiinges are takihg.place in deter-
mining annual funding needs? These kinds of ques- -

. aless consistent basis tlran traditional college-age® .

students. The attendarice of oldef groupe is influ- -

,,older groupe in theopopuletxon Theseanon-' Co
traditiohellearneretendtoenrollpert-txmeendon Te

- enced more by external factoxs, such-ag the _'

economy and epecml legislation aceommodatingto
. their needs. Since it takes several part-time stu- -
dents to generate the same income as one full-
~ time student, the greater, p m;ation -of older, -
.. groups Will not necessarily the financial

" effects ‘of 'the decline in the numbers of tradi-

tional college-qge etudents R C/ .

2) Both coutractton and expcnrton withtn :tate
-systems

 While total enrollment over an entire etate eys-

. tem may stabilize, some institutions or programs

* may contract while others 3d. Factorssuch as

o loeatxon, the occupational relevance of programs,

and tuition levels will affect which metxtutlone

gain or lose. enrollment as women, older, and

* . part:time students become ldrger parts of‘total .

enrollment. New kinds ‘of students will tend to
. senroll in urban mstl,tutlone, in occupationally-

linked programs, and in mstxtutions with lower -
tumon

3) Rhm cocu o

 Coets for higher educatmn regardlees ofinﬂatxon,
may increase more’ than ‘in ether sectors of the-
"economy Higher education; Mke other service sec-
- Yors, has not been able to increase -productivity
enough to'effset increases in salaries and benefits;
this has led:to lugher averdge costs per etudent

ministrative nnd externol reporting rgquire-
‘ments, mandatory social programs, and remedial

" to more coets eech year. ,
4 Incmdu aooeriunent mnlglct B

/Both the legulahve and executive branches are. )

creaging ‘thé intensity with which their staffs
review hudgete for-postsecondary education sys-
- tems. Part of this increased oversiglit may d

* « to the expansion and maturation of staffs.

‘and findncial aid programs for students all point

~mcreosedad-~- -
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= _ Tong-range plan, a cles

" roles. S - S _
- In weighing changes in the budgeting request pro-

.+~ cess, the state agencies differ in their responses.The

*"*  basic issue, whose resol

ISP o

o o

‘public’s call for greater accountability from all
. state programs as priorities multiply faster than
resources. o ‘ :
- B) “Proposition 13” lssue . -~ " - . ,
*  As the 1980s ap roach, state governments are
' hearing increased’calls for limiting taxes on per-
--sonal income and property—major sources of

state revehue. This stems in part from the publicy,

basis for guiding the budgeting process. Some SREE
- statéa} translate their plans in'quantitative terms

.-

. ‘through’ ‘mathematical formulas.. Other st Yes are -

" choosing to fit theizbudgets to their plans/through
. 'reliante on lesy; titative approaches, /. |

. -/1t {8 clear that th§ budgeting proced g/of a state

- -.agehcy for its postsecohdary,educatioﬁa,l{'éy.g'ﬁ? vill

. vdepen in part on the kind of authority,whichilesides - :

n the agency. In the 14-state SREP region, pine. . .

feeling that government has grown toosmiuch and - ; 8tatés have agencies with coordinati 1g'or reguldtory
- is feeding its own further expansion. Sirice post- - powers; agencies in five states have'governing ay-
secondary. edy€ation is a highly discretionary . thority. All of the coordinating agenpcies rely on for-
_ item in manyy/state budgets, the effect may be for ' miulas as a central part of , théirgl}l‘d'geting process, . -
- total resoun qfdrits’supporttostabilizea,qebmne—f . while governing agencies use hese quantjtative
tition with/other state .services increg:g’s, Those - -tools to a le'sser-_extel}t. of the'.,f;'\iq}gov'e'rgin' agen-
community colleges whlchdepend.larg 8ly on local -/ -cies, three use some kind of formy afunding, one uses . - g
funding for support may _be particularly jeopar- - ormula-type informal guideli es, while another -« '
"dized by property tax restrictions, . = - . ¢ state operates without formulag. * - A
L : R ..+ . - " The greater reliance on formulas in the ‘staz:s i
L e Withoutgoverningatx‘thoritygﬁaybe'du.eto'a'_grea_ ro
,-Hesponsibilitle.s of the State Higher . . - | need by the coordinatingagericy to be viewed as-com- -
NG 'Educa;|on-'Agen¢ies, b i pletely objective in budgeting by both state govern-

" . Inthestate
. cation, the way in which re
- education to the legislat :
“ legislative branches act on th

quests are made by higher

ese réquests are critical,

. Ofspecial importance is how state systems of post- . -
 secondary education in the South are modifying their -

" * procedures for requesting appropriations in-light of
-new conditions. While the executive and legislative -

~ process of acting on these requests is‘not examined,
the ways in which the request pracess changes will
certainly influence these actions. The two parts of the
Pprocess—the requesting and the granting—interact,

~ so that it is not unreasonable to find that changes in .
how higher education asks for budgets will Jeflect, -

and also determirie, the way in which government
_decides what part of the request will be granted. .

State systems of postsecondary educgtion in the .’
“Bouth will be addressing' these emerging conditions

in the immediate future. Most statehigh

er.education, /-
- agencies have. already adopted long-rang‘ﬁlminz- * 'Will there be more relianc

" a8 the primary technique to bring order to their sys-
“tems’ changingp;‘oﬁles'th'rough the next decade. The
" -more comprehenaive.plans provide guidance for the

o ; overall role and scope of each institution in & system
~ minimize unnecessary program g

as a way to
.. duplication. -, , . .
.. If the higher education budget is tied-te-a state’s
definition of institutional

role andscope also should lead to more effectiyguse of

wide budgetary process for higher.edu.

ure and how theexecutiveand -

- 'ment and the institutions:;For most. coordinating -

- agencies this perception is ¢1 itical, for theyymust rely -
.on the good will and cooperfition of the system’s in- |

- stitutions for implementatjon of plg%,and on the *-

: ..sus‘pbrt" of the executive bYanch and legislature, -
rather than on governing aythority: When the power .

1to govern is introduced, an agency may have more ,

latitude in which to build a.budgeting process that .

i .'does not depend on matherfatical objectivity. Of - -
' :course;-a governing board“values a perception of .

. -équity ‘and seeks it, but not necessarily through

" quantitative: méans. Sinece the governing board is

“identified with the institutions, it does not have to be

as concerned with being neutral or reaching anobjec-

. . tive sense of equity as defined by both state govern-

.- ment and the institutions: . ot |

. As each kind of state agency responds to thetight- .

. WPning conditions ahead, a major issue becomes‘how . -
" the state agency will mold its budgeting procedures -
. to express accurately its plan for higher educatin.. =

1]

_ eon quantitative indexes -
- by adding more formula detail, or will'less quantith-
- “tive procedures be used to finance a pystem’s blue- - -

- print for _orderl&-.pgbg’ress?, o
e ' Formula F:l‘.in;d_in'g RS
;- Fo -are-quantitative, stdtements that pre

 scribe how fo build a request for funding, while main-
tajning bglance among é-state’s institutions, pro- ..

)

.a ‘state’s finanéial resources. Many states ™8 now " grams, and bidgetary functions. While many states =~ *
~* assessing ways in which tifeir budgeting procedyres .- use formulas to construct a funding request; few use - -
*. - can be modified to enablé’a more direct fit ofbudgeted °* formulas to distribute the final appropriation. . .
. resolrees to the planned pattern of institutional :, Aformula calls foraspecific amount of gkdney to be - \
0T YA - .. given for each unit produced, For instance, a formula

ution will determine the kind
d, concerns how a state will
nts of its long-range plan as a

- " of budgeting to be use
charactenze the eleme

-

- for" generating dollars for mstruction in a college -
“could stipulate that for every credit hour, $20.00 will : .
.be added, or that for certain numbers of studénts one *
. -teacher will be funded at a given salary rate. Nor-.
‘mally the rate, or the dollars per unit, is the same
N L N VI

e

L

\



across all institutions. Institutions generate different
 total dollars begause the number of units that are
. combined with the rates differs across institutions,
The foxmuld process can be" applied to other
budgetary: areas besides instruction. Some ofsthe

simpler formulés determine other parts of the in-

- -stitutional budget, such as academic support, student
services, institutional support,'librari__ s, and plant

operation and maintenance, by taking ‘percentage

of the previously established instructional total. -

Other more complex systéms of formulas have sepa-
rate equations for each of these other budget areas,
with different rates and kinds of units. For example,
. plant maintenance may be based on-the square feet to
be maintained, and plant operation may have rates

-and .usage estimates for funding utility costs.

Morebver, even within a single budget area, there

may be more than ene kind of formula. For example, -

in instruction, while. credit hour or enro ment data

will be used to “drive” the formula,the rates may -

vary across pr

: ams (separate rates for biology, his-
tory, English,

tc.).or by level of instruction (e.g.,

-

' ‘_—~ L s p oL 3
, S B S e S
undergraduate, master’y, doctoral, and professional)... ;
Within the library drea, there may be different bases, :
- one’ based .on enrollment and another based on
- number of faculty, each with its own rate. Some
. /States have different formulas by kind or level of
"institution (e.g., university, senior college, two-yeap. © -,
" college). All formulasgre explicit in determinationof =~ -
so many dollars for a specific unit, and they may be as '
‘detailed as desired. R o o
\ Before turning to the issues presented by formulas P
-as-finances gnd enrollments thange for post- - !
secondary education, it would be well to mention the . | >
historical-reasons for using formulas. Fornrulas be-:- -«
‘came popular during times when state systems were -
growing. One motive for a state shifting to formula
budgeting was to insure each institution in a systemn” -
"'an equitable share of state funds for student instruc- . T
tion; research,.and public servi¢e. In most cases the-
need for a syst;jm to make budgeting seem more ob-
jective or rational was the original reason for states
moving to a formala process. Formulas.also provided .
q’éjective criteria fo_r legislative and executive budget, -

)
5 . o

.“ . . o 3
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ure-1): The reason for the great popularity in the -
South ‘may" be the existence 6f a large number of *
. . states having several major institutions, rather than

.- just one large scale unwerslty A rough.analysis re-
-veals that many non-formula states have only one

v have a larger number of somewhagae
ich

te agencies in r’e'sp‘oﬁding 0,
syste 's institutions.

level of suppo ‘each year. A formula .
this| sense of adequacy by ‘making .
ey elements in the budget process and

-increasing the likelihood that similar elements or .
proce w1ll be & Har‘t of the results. Even durmg
statev/i austerity, |institutions. are assured of re-
ceifing least mmrl’nal base funding in- relatlon to
other ‘nmental concerns. '

th, formulas are now prevalent and
of the 14 SREB states. As of 1873, only
ofthe remaining 36 statés were using t‘ormulas (Fig-,

major institution lnéhelr public system, due either to
their low populatioh (¢.g., Arlzona Idaho; Montana, -
Wyommg) or because of ‘a latge. .number of private.
institugjons (New Englad states). Formula budget- .«
ing seems to have grown mote often in states.
ilar institt-
tions requiring state resources; w rompts the
need fora more objéctive and rational way te fugd thh

' mstltutlons with thgse more or less equal clalms. «

4

Current Issues in Statewude Budgetlng
" of Postsecondary Education = .

iy

The prime questlon is how states can- develop .

: ]audgetmg procédures that will enable an accurate
- translation of the state’s long-range plan for guiding

postsecondary education through the new conditions

" ofthe 1980s. A central issue tp be resolved is whether .

states will emphasxze more quantitative means (for-,

" nulas) or less quantztattve means for fitting budgets

to plans. This resolution in turn m'ﬁy depend on how
state agencies will modify their budgetmg processes
to reflect the following concerns: Lo

'1) accommodation to dlfferences between fixed and
-variable costs; : :

2) inclusion of an increased ‘sensltrvrty' to dlfferences
among the roles of the 1nst1tutlons in a state
‘ system,

3) ability . ito- respond et’ﬁclentlyznd effectlvely 40

_more detailed budget reviews by’ state: gover:t
"ment, ‘while maintaining budgetary ﬂexrblllty

ocates of formuila budgeting point out that the
for adoptmg formula gystemns in the first

* - place/~namely to insure adequate base supportanda <«

: fair shareof state resources for higherreducation—

-exist as-a state system moves from growth to

" stdbility or decline. There is a need for an objective,

:atlonal way to budget higher education institutions
to insure fairness and adequacy among the

ingtitutions. Ih fact, the need for objectivity mayeven .

"y S

ason ﬁr formulas concerng the'need to -

..~ Sensxtivxty to Futed;’and Yariable Costs

t I

- is less'than the student growt
_ ard ‘said to be fixed.

. ) . . ) - .
. T o . LN . . . -
RN ., } -r% ' .
. P . - : -

budget re-’ , be greater as addrtlonal ratlonales for fupdmg are

, deyeloped. -
ther states that do not use formulas at all, or.as
uch, believe *that their non- formula‘,ﬂ less
ant1tat1vely-base§l procedures provide
flexlblllty to new circumstances, as hlgher ed atﬁn
enrollments begm to, stabllfze e

B
v LA - .
l, o

Margmal and’ average' costmg becomé subJects of

‘(mcreaslng concern durmg a time- of enrollment

sta.blhéahop or decline.!’

* Marging! 'and/agerage fu.hd}ng are. dlfferent ways
‘for deciding how numbers of resources should change
to reflect fluctuations in the numbers of students or
' Bqme .other output. It is useful to conslder the .

margmal and average concepts by focusing on‘the -
actual numbers of resources needed to progiice a.cer-

tainnnumber of outcomes, rather’ thati om the costs of .
those resources: Considering only, edsts clotids ihe
relatlonshlps of resources to outcomes, as ﬂatlon

increases-costs eath year whether or riot theMumbey . i '.'3;‘
of resources increases. It is importardt in dlscussm'g
higher education funding to realize that, because in-* -;"

~.flation decreases purchasmg power, total costs wrll

eater . -

;lrobably contlnudlly rise even if numbers of re- :

sources uséd remain constant or decrease.'
A erfrolltment changes the kéy guestlon in the

funding processis how'should the' Volume of resources - i
: change. ‘As enrollment grows, using gquerage re-..
- source¥ per student to,ask fi

‘addit!
- involyes:determining the relationship betWeen thﬁ
orlgmal number of students and total resources'bfa

kinds, calculatlng an average resource use for each’

student, and then applying this index to each of the

addjtional studénts. This 1mplles that resourcesofall -

ngl reforees’, - <

kmds will be increased. at a rate 1d.ent1cal w1th en- - i,

rollment growth (A in Figure 2).

‘Budgeting resources to reflect enrollment changes '

through appll'catlon of the marginal concejt recog- -

‘nizes that the number 'of resources does not: have to -

Change at the same rate as the number of students (B
in Flgure 2). Without increasing their numbers, some
kinds of resources, such as buildings, admmlstrators,

and equipment, can, accommodate extra students

without mcreases in’ their number. Within limits,
faculty might even be asked to teach additional stu-
dents, As enrollment grows, the marginal ‘allocation

increases in their number or at a rate of mcrease°tha
ate These resources

.

- of: resources takes advantage of this potential in-
"“crease in'resour¢e productivity by identifying what -~ -
o resources can accommodate extra students w1thou2/

Those remaining resources, whlch must be in-

creased to correspond with the jncrease in enroll- .

ment, ave referred to as variable. In determining the
. total’ number of resources to be added to meet the

_enrollment increase, only the resources known to
vary are included: The overall .result is that the

growth rate in the actual number of total resources
. i . -:&-. A

R .-
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| -budgeted is less than the growth rate of enrollmént.

Whether %esources are allocated on an average or -

-+ marginal-basis is eéspecially.critical as enrollments*
. declipe. Using averages assumes, that all resources .
‘vary with.enrollment, leading to equal rates: of de-
“cline in number of resources and enrollment (C in

Figure'2). The marginal basis, however, recognizes
. that.some kinds of regquirces cannot be cut back at the
‘same rate a8 enrollments declme while others can be

: g} The usual way to describe the relatlonshl
,f tities of resources to enrollmentr changes is

the resources, “not- cotmtmg mﬂatlon, is r
enrollment change. The Indiana
" Higher Education recently estimated these r¢lation-
' 'slllps for se'veral dlfferent kmds of resources (Frgure

‘ .
.

3). The relatlonshlbs between costs and enrollment

changes over a short time(one tg five years) were
- graded on a scaleranging from completely variable to
totally fixed.Semi-yariable denotes that part of a cost
is variable (changés at same rate as enrollment) and
part is‘fixed (no change as enrollment changes).

" Several SREB states are revising their formulasin -
ways that acknowledge the existence of fixed and
‘vagiable resources and agsociated costs. Thisinvolves

establishing separate formulas for different kinds of

.resources, geared to bases that are different from -

enrollment Fer example, imost of the SREB formula

~ states use something other than enrollrhent as the
" base'on which funds are generated for plant operatlon

and ma,m‘tenance Several stafes hate more than one™

ommission on/kmd of bgse for this s,;ngle area. These pravé ces illus-

trate that enrollment is not the only in ence’ on

total 1nst1tutlonal budgets
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A further example of how states on-the formula

* system of budgéting are dealing with marginai costs

cores jn the area of ingtitutio .af support, which in-
cludes such servicés'as executive and fiscal manage: °

» ‘ment;.general administrative, logistical, and public .

- relations services. Seven bf the 12 SREB formula -

" . stateg Bstablish slidipg:dollar rates per student ‘for

s

i

differént eprollment ranges. As enrollment grows,
_the rate per student decreases. The result is that )

resources in this budgetary area are increased.at a
rate lessersthan the rate of enrollment increase. X
The net effect of applying formula systems that

) 'ya\ry the relationships of, different kinds of resources .

e

/

.- ahead by applying the |
cepts to the reverse:situation ,when,_enrollments _,
. S ;

gy

- utilities and operation and maintenance, m
crease at lésser rates than enrollments. Several for- *
‘mula states in the SREBregion are taking steps that' :

t g J
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y oot Figure3 _ IR
' "E?timate,s.o,fth_e.Variabillt‘y‘o_fCgsts by
Indiana

ommission on Higher Educatldn.

to enrollment increase is to p@ budgeting on a mar-
girral cost rather'than an average cost basis. Taking
‘action when enrollments are still increasing may
soften the blow of declining enrollments.in-the years

décline. . " . _ .

- There are good reasons to believe that some re-
soyzce costs which'are highly related to enrollment
-during .growth are not as subject to being' varied.
downward as enrollménts decline, namely thbse of
faculty with tenure and long-term contracts. At the
very'least, detailed formylas can recognize that some
- resource areas.of a more fixed ‘variety, such as

.

. . [ .
. . .
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aany adgit

. i
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.+stitution and places priorities orr these requests from

arginal costing-con-- -

de- N
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will prepare them for the time when growth turns to
stability for individual institutiéhs or for an entire
system, and funders questiof why.resources “should
‘not come off in the ¢

. ably, these states willbe able to call on existing pro--

‘tedures that havealeatlyaid the basis for budgetsto .

be built on foundations other ‘than enrollment. -

me way they went on.” Presum- -

n the other hand, obj_ec'liive='fqrmhlas are only one. f
ang for ddapting to ‘slower growth, Two state - .:°

“higher edycation:systems in the region, whichdo not -

rely on formula processds in developing thefr

budgets, believe that their current procedures will
serve as well in stability as during growth. Much of

the adaptability of these procedures can'be viewed as

- a subjective or informal’uge of marginal costing .

_ prinéiples.< .. - . - e
" /The murginal costing idea is imiplemented in these
. states by first establishing that all or at letst definite,
- parts of last year’s budget will be carried over, while .
X ions to. last year’s budget will be open to .

. ; “p

disctission and may’vary. The carry-over or continu-

as a base, the variable part ofthe budget isdeveloped

through reference to a variety of factors including -
* . enrollment changes,.qualitative improvements, new

- ing Yudget is.usually composed of last year’s budget -
- Pplud the fotal for personnel pay increases. With this, .

and expanded programs, capital improvements, ete. '

guidelines. North Carolina, on the other hand, col-
. lects requests for' new. expenditures from each in-:

the perspective of the total system. S :
Inarriving at a total;budget, both states emphasize

.lines based on enrolliment changes, attempts to reach

average cost per student. However, for institutions
that lose enrollment, this process allows for last

- year’s base budget, or at least most of it, to.be main- .-
tained. The enrollment-based guidelines may call for
®no increase in the variable part of the budget, or -

- perhaps even a decrease from the last year’s budget,

-cost, ag applied through the subjective judgments of

‘not counting-inflation: But the concept of marginal

the budgeters, allows that an institution losing en- '

In this phase, one of the non-formula states (West - .
- - Virginia) uses rough ratios based on-enrollment and -
other percentage indicators to establish ceiling:

that the total will depend only in part on the rate of ’
 -enrolltent change. West Virginia, which uses guide- S

a fair figure through' discussions with each institu- -
tion. During times of increasing enrollment; this fig- - «
~Are may be more than last yea¥’s base budget pluspay
. increases, but probably less‘than that indicated ' L
. through strict reliance on the guidelines based on-

!

rollment cannot decrease its resources on an average .

cost basis, just as its resources domot have
at the pace of enrollment increAses.” .
-,/ A further waytt 1

 applied:by state agéncies to conditions>f no-growth

without using formulas is by tying budget increases . |
in the incremental {non-continuing) part of budgets .=

to non-enrollment related items.’ orth Carolina,

budget increases have been based on such factors as.
new:programs, removal of defieiencies, improvement.

toincrease -’

t marginal césting 'riiay be
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of quahty, changes 1ﬁ prloptxes etc By emphamzmg
*not _]ust enrollmen t variqus other factors as bases
for increases over’ last year's ‘budget, a diverse and
credible foundstion for justifying future-increases .
has been established. If ehrollments were on y partof '

X SR : , .
greater differentlatlon among qnstltutlons can best '
be seen ‘in the Kentucky Council for ngher’Educa- .
" tion ‘formulg adaptation to new institutional roles. As
part .of s lnstructlo al formula, rates for faculty °

compensation are derived by refe'rence toout-pfstate

Ee picture in the. growmg 1970s, it is held that theL "benchmark institutions’ There “are. four 'groups-of

me should Be true in' the stable 1980s

Role Differentlatlon of Instltutlons ‘ A
As-enrollments and financial resources stabilize,.
. long-range plannlng becomes increasingly important

- as a strategic method through which a state system
moves into the future. A key element of these plansis °
. the more detailed differentiation of the roles of each -

lnstltutlon in a system. But while long-range plans
“may esta lish and, keep open optlons a system con-
stantly-"énters the future” through shorter-range
budgetary decisions. An important “issue is how

" benchmark- institutions, parallehng the four basic

¥ ,categorles by which the Council has classified. each
““institution’s role.

Thus, one response R) budgetlng durmg stablllzmg

* ¢nwollitient and to the.ircreased demand for cléarer
" “institutional rolés may be through the use, of moi¢ -

detailed formulas that are sensitive {0 institutional

‘variatiorns. Forrmula advocatea féel such sensltl,ylty \(
" can be qu

s,dtlﬁ

The two non- formula states in the region (North

". Carolina and West Vlrgmla) practice a more sub_]ec-

budgets can be tied to and\rjeflect .the greater detall \'

and differentiation of lo ngYange:plans. .
+ People who feel that formula' budgeting is the best

neans of responding to stabilization argue that for-

‘mulas can. be suffictently detailed to-capture the'role.

“maintaining the valued objectivity and v1s1ble ra-.
tionality of a formula. system , ‘
.+ There are several ways by which states have been

adapting formulas to effect the planned differences in .
. institutional roles: In deriving 1nstructlonal>budgets

different dollar ‘tates are used for different disci- |

: pllnes student levely and institutional types.. The

"~ While the ob_]ectlv1ty of the formula

‘more coniplex instructional’ formulas have well over"

100 different instructional rates, These rates are -

‘then applied to’the enrollment for ach category.”
;rocess insures-

- "_ that like categories will be funded similarly (at the

same rate) when entire institutions are ¢compared,-

institutional differences will be apparent because en- |

- ‘rollment will cdncentrate in different programs ac-

~ rogs institutions. Total costs. will vary because fund-

ing follows those enrollment differences. .
In addition to lnstructlon some current fbrmulas

" tive system. of budgeting for.a more

,dlfferentlated
system. A complex ,weighing of institutional goals
current progregs toward these ob_]ectlves the nature,
" mix and amount of resources needed to make further

.progress, and how the resources budgeted for on
* institution will offset-those available ta other i
.differences between a- systems institutions, thus .

tions i the system provndes the basls for budgetary
judgments'in'these states Thus, it.is emphasized that
lower division English 'at the University of North -
Carolina at Chapel Hill is a very differe ﬁﬂlVISlOn
.than at UNC-Asheville; and that a budget stould

R d

~reflect this distinetion, The reasons for the difference -

. 7.-‘| .‘ )

.

* can be traced tothe goals, expectations, and activities v

\of the in l;:;ltutlons and their faculty. This point of
view ac

owledges that formulas might be con- -
ostructed in enough’ det®l to, reflect the basic,di

- ences among’institutions, but that this would necis
‘ sitate a separate formyla for the same prograrns in
. -each institution—a prjgctice that would seem to'deny.

. txons m a system

also differentiate institutions with respect to the re- -

search and ltbrary functions, Kentucky and Texas

employ distinct formulas for generatlng some state,
support for mdlv1dual faculty research. The formula’
generates .an “institutional complexity. factor” by

*“ weighting and combining enrpllment in three differ-.

wll Toxt Provided by ERIC

EKC

rent categories of disciplines. This complexity- fa}:tor
icates the deglee of research orientation .in’ the .
institution.. The index is multiplied by (a) total fa-

; .culty compensgtion and (b) sponsored reseasch funds

in the institution.
Further examples of how a formula canbe sensltlve

‘to. lnstltutlonalﬁdlfferences are provnded by the
_Florida and Virginia library formulas. In pbrt

Florida relates budgets for new volumes?l to the”
number of graduate programs. Virginisa categorizes
.its institutions into three groups and establishes a

distinctive formula for stafflng its reriéarchl,

umversltles -

L . .
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s ' e . " i v
W

AN

‘one burpose of formufag, which is to provnde a'single
rationale for: funding lmllar programs in lnstltu-

. .-
g

Budget Review , - : ,
The 1970s have been notable for a pronounced in- ,°
tensification of legislative and executive reviews of
budgets. As t{e 1980s’ approach state government -
staffs will becdme even more. adept at.budget review,
and postsecondary educ_atlon systems will be-compet-

-ing even more strongly for stafe:resources, with the

~ added handicap of & decreased rate of enrollment

[N

" emphasizing the _]ustlficatlon of-requests, the other
- ‘centering on audi

growth o
There are_ twor klnds of budget reylews—one

of actual expendltures (aecount-
abll!ty) Until now, budget review in postsecondary

. gducation conducted by the legislative or executive ,

" branches has focused on the requestlng phase. Hoiv-
', ever, it is felt by some that, a5, resources ‘tighten

by

" ‘statewide and.priorities ‘mouit, there" will be pres-

sureforstate government to audit actual expenditure ™~

_details. Most would agree that there is a _point _at

which’ accountablhty turns into control and

, threatens institutional autonémy, While- that point *
Perhaps the capaclty of formulas to reﬂect the -

may nofl be’ preclsely known (and perhaps changes

~ ‘

-

A
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" with the times), it is felt that ﬁatevrlde plannl'ng and
budgeting procedures should include some .safe-

. guards of institutional autonomy. -

-In defining how or what budgeting procedures best '

~ allow for these twin needs for institutiohal autonomy
and accountablllty to state government, it is useful

again to assess the differences between:states that -

* use formulas and states that do not. States using
: formulas see them as providing criteria whlch are
‘clear, rational ‘and objective for request’ purpases.
“This objectivity may be seen to benefit state govem-
ment and institutions alike.

Of .course, it is possible that precedures used to‘

.request budgets could also be used to review actual

. * expenditures. It is true that in most states which use-
formulas there is no -expectation or requirement that -
the doHars generated by formula be allocated accord- °

- ing to ‘the detailed categories of the formulas. How-

R .ever, it is pointed out that the potential .is there for -
. budget reviewers to call for an accounting of the .

" formula-generated .dollars—using’the-formula
categories. Jn Virginia, for example, there have been

- .moves hy tle ex8cutive branch to improve the match
between actual faculty positions filled at a cértain -

‘salary level with the number of posﬂ:lone g
by the formula across the state system. {
. While coordinating-type agencies. usually do not
have the authorlty to authorizé how the money'wxll
-agencies do. The state agencies
. ‘'with governing autharity which do not use<formulas

L

 level of correspondence betwgen asking and speriding
er detail through

4 feel that they already are regulred' to exhlblt & high:.

' \budgets without introducing’
formulas. In'North Carolina, there-is agreat
" control as. budgets ‘a.r?
' Meviewed"ac€ording to
detail. In.addition, the U of North Carqlma
. System'ls expected to send bac any funds not spent
~ on the specifio item budgeted. This eorrelation be-

prepared and expendltures

s o0 0t

@al of -

th lme itein and-program,

. .-

background North Carolina'and West Virginia, ith-
another potentlal layer of. budget detall for 1 revnegv

DR Conclusuon '

As state - systeme of postsecondary educatlon ap-
proach a decade of relative stability in enrollment*
and finances, ways must be found to maintain quality - -
and support at effective levels. Certainly, long-range

-

planning is the overall basis for guiding higher edu= '
cation’ through the period ahead, While s tewx;l'g

, 8ystems have generally establlshed long-ran .

. plans, akey issue as the 1980s approach becomes one '
ofhow to tie budgets to these plans; forit is the budget ~

which gives life to a plan; Given the structure and

. -authority of their educational systems, each state

must continue to refine it budgeting procedures to fit-

enrollment wth, and more mtenswe rev1ews of
'budgets . ,
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